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EXECUTIVE SUMMARY 
 
 

Background 
  
At the May, 2001 Investment Committee meeting, a motion was approved to earmark $150 million 
targeted to invest in affordable housing in California.  Staff was directed to develop a Request for 
Information (RFI) with the goal to find developers as partners for development projects.  In addition, 
staff was directed to explore existing City, County, and State affordable housing programs and how 
these programs can be integrated into successful investments. 
  
Under the Urban program approved by the board in February 2001, staff will proactively pursue urban 
relationships through targeting direct relationships with managers and developers.  Staff will utilize this 
RFI to source relationships with experienced managers and developers in urban markets.   
  
  
Strategy 
  
The RFI (a draft of which is attached) will focus on sourcing firms proving successful track records in 
the following: 
  

1. Investment returns within CalSTRS moderate and high risk categories (13%-20% after fees and 
leverage);  

  
2. Development expertise with an affordable housing component;  

  
3. Working relationship with city and county development authorities; and 

  
4. Working relationship and track record with government agencies and programs related to debt 

and equity assistance for housing and urban development.   
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The attached RFI will include an introductory memo describing CalSTRS’ investment portfolio and 
philosophy of achieving appropriate risk adjusted rates of return.   Also, we will outline the goal to 
receive responses from developers and/or investment managers with expertise in development of 
affordable housing.  We will encourage respondents with local as well as regional expertise as well as 
those with limited track record of working with institutional clients.   
 
Upon review of the responses, staff will propose a strategy to the Investment Committee to fund 
developments either directly or though an advisory relationship taking into account various factors 
including return expectations, number of developer relationships, city/county relationships, transaction 
sizes, and due diligence requirements. 
  
  
Timing 
 
Staff proposes to mail the RFI on or before August 1 with responses due by September 15.  Review 
and due diligence will follow with formation of strategy and selection of firm(s) announced at the 
October or November board meeting with negotiations with real estate and legal staff to follow.   
  
  
Other 
 
At its June 18 Investment Committee meeting, CalPERS approved a $150 million allocation to 
affordable housing.  The CalPERS Staff’s plan to issue an RFP on or before August 1 with selection by 
September 15 was approved by the Investment Committee (item attached).  CalSTRS and CalPERS 
real estate staffs have been in contact to ascertain if there should be a joint effort and if it would be 
feasible.    
  
 
Conclusion 
 
Staff feels there are affordable housing investment opportunities in California to achieve appropriate 
risk-adjusted rates of return.  Because of the unique nature of these investments, staff recommends 
CalSTRS be open to strategies that include only a portion of the investment dedicated to affordable 
housing and/or investments that have commercial components.    
  
 



DRAFT 

CalSTRS Request for Information 
 

Affordable Housing Investment Program 
 
 
Minimum Qualifications 
 
1. Must qualify as a fiduciary and/or demonstrate experience managing capital for 

institutional investors. 
 
2. Minimum of 3 years experience developing and/or investing in multifamily 

properties with an affordable housing component.  Must demonstrate familiarity 
with and ability to underwrite federal, state, and local subsidy programs. 

 
3. Minimum $100 million of multifamily properties with an affordable housing 

component developed and/or under management for institutional clients. 
 
4. No material litigation from investor clients. 
 
5. Demonstrated ability to generate in a timely and accurate manner real estate 

performance reports consistent with AIMR and NCREIF standards. 
 
6. The key professionals and/or the organization must not have, nor could they 

potentially have, a material conflict of interest with CalSTRS. 
 
 
I. ORGANIZATION 

 
A. Background 
 
Firm Name:    ________________________________________ 
 
Main Address:________________________________________ 
                       ________________________________________ 
                       ________________________________________ 

 
Name:    ____________________________________________ 
Title:       ____________________________________________ 
Phone:   ____________________________________________ 
E-Mail:   ____________________________________________ 
Fax:   ____________________________________________ 
 
Office Locations: 

     No. of  Primary 
H.Q. / Regional Location Employees Function 
 
_________________________________________________ 
_________________________________________________ 
_________________________________________________ 
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B. Fiduciary Classification 
 

_________ Bank 
 
_________ Insurance Company 
 
_________ Registered Investment Advisor (Investment Advisors 
        Act of 1940).  If so, provide a copy of your most recent  
        Form ADV, Parts I & II. 
 
_________ Affiliate of Fiduciary 
        (Name and Classification):  _____________________ 
 
_________ Public Company 
 
_________ Other/Name:  ______________________________________ 

 
C. Ownership Structure 

 
Corporation: ______ Public _____ Private ______ 
Partnership: ______ 
Joint Venture: ______ 
Individual: ______ 
Other:  ______ 

 
D. Initial Operating Year:  _______ 

 
E. Initial Year of Providing Services Requested by CalSTRS:  ________ 

 
F. Ownership 

 
Describe the ownership structure of your firm: 
 
1. Provide a chart describing the ownership structure including the 

names of directors, if applicable, and the percentage ownership of 
each owner of the firm. 

 
2. Include biographies/resumes for all directors and owners. 
 
3. Identify affiliated or subsidiary organization(s). 
 
4. Do investment professionals participate in equity ownership? If so, 

please describe equity ownership structure. 
 
5. If equity ownership is not available, is there a specific arrangement for 

sharing in the profits earned by the enterprise (e.g., salary, bonus, 
group/individual performance incentives, profit sharing, etc.)?  Please 
describe. 
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G. Governance 
 

1. Identify the key professional(s) responsible for day-to-day 
management of the firm. 

 
2. Identify the key professional(s) responsible for strategic direction. 

 
3. What individuals or entities control the firm: 

 
4. Provide the voting percentage of each individual owner and/or 

controlling entity. 
 
 

H. Lines of Business 
 

1. List your firm’s lines of business and approximate contributions of 
each business to your firm’s total revenue.  

 
2. If you are an affiliate or subsidiary of another company, what 

percentage of the firm’s total revenue does your division 
generate? 

 
3. Describe the organizational structure and your relationship to the 

parent company and any other subsidiaries, if applicable. 
 

4. Is there any activity in which your firm, or an affiliate, acts as a 
general partner or similar capacity? 

 
I. Organizational Change 
 

1. Within the past three years, have there been any significant 
developments in your organization, (changes of ownership, 
personnel reorganization, new business ventures, etc.)?  If so, 
please explain. 

 
2. Do you expect any changes in the near future?  If so, please 

explain. 
 

3. Please indicate the turnover of professional staff your firm has had 
over the past five (5) years (if applicable) as follows:    

 
Name  Position Date Left New Hire (yes/no) 

 
J. Liability Coverage 

 
Describe the levels of coverage for fidelity bonds, errors and omission 
coverage and any other fiduciary insurance coverage which your firm 
carries, including the name of the insurance carrier, the terms of the 
coverage, deductible levels, exclusions, etc. 
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II. FIRM HISTORY 
 

Please provide a brief history of your firm.  In addition, provide a narrative 
paragraph of your firm’s: (i) current total assets under management nationwide 
including market value, number of properties, gross square footage, property 
types and locations; (ii) market value, number of properties, gross square 
footage/units of urban housing investments nationwide, locations; and (iii) market 
value, number of properties, gross square footage/units of urban housing in 
California, locations.  Please include all properties developed and sold. 

 
 
III. INVESTMENT STRATEGY 
 

CalSTRS intends to engage one or more investment managers to develop, 
redevelop, invest and manage affordable housing properties in West Coast led 
by California.  CalSTRS primary goal is to generate attractive risk-adjusted 
investment returns.  An ancillary benefit is potentially alleviating the severe 
shortage of affordable housing in California.     
 
A. Strategic Approach 
 

1. What is your firm’s definition of affordable housing? 
 
2. Acknowledging that CalSTRS is a tax exempt investor, do you believe 

that the goal of achieving high risk adjusted rates of return is mutually 
exclusive with the ancillary goal or benefit of developing more 
affordable housing?  Explain. 

 
3. Describe any other investment structures you propose to accomplish 

CalSTRS’ goals, including the use of investment structures such as: 
mezzanine financing or tax credit guarantee investing. 

 
4. Describe the investment style you propose for CalSTRS – acquisition 

of existing assets, development, redevelopment, or a combination.   
 

5. Given the current market conditions, what amount of capital could you 
prudently invest over a three year time frame? 

 
6. Provide examples of investments you would pursue as part of the 

proposed strategy. 
 

7. Identify markets you would target for investments for the program and 
describe your rationale.  What experience does your firm have in 
these markets?  How would you allocate capital among these 
markets? 

 
8. Describe the tenant base you would target for properties included in 

the portfolio.  What proportion of area median income would be 
served by investments you would make in the portfolio? 
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9. Describe the amount and structure of leverage you would recommend 
for individual properties and for the portfolio. 

 
10. Describe your research capabilities.  How would research be applied 

in the investment and on-going asset management processes? 
 

11. How would you source investment opportunities?  How would you 
ensure that CalSTRS had access to be best potential investment 
opportunities available? 

 
12. How have you historically sourced the proposed types of 

investments?  What percentage of past investments have been 
negotiated directly versus a bid situation? 

 
13. What other parties would be involved in investments made for the 

program?  Describe your role vis-à-vis these other parties.   
 

14. What role would local, State, and Federal governments play in the 
investment program?  Would government funds be used in 
conjunction with CalSTRS funds in investments you would make for 
the program? 

 
15. Describe your investment due diligence process. 

 
16. Describe your firm’s competitive advantage.  Why should your firm be 

selected as an investment manager of a CalSTRS affordable housing 
investment program? 

 
17. How much uncommitted capital does your firm have today for 

strategies similar to that proposed by CalSTRS?  For how many 
clients? 

 
 

B. Exit Strategies 
 

1. What is your anticipated average holding period for each investment? 
 
2. What is the internal review and approval process for determining a 

disposition candidate?  What market indicators do you use to 
determine when to sell an asset?  How often are your market 
indicators updated? 

 
3. What are the primary exit strategies for the investments you plan to 

make?  Have you effectively implemented these strategies in the 
past?  If so, please provide a brief description of the specific deals 
and exit strategies achieved.  Describe the factors that limit exit 
strategies, if any. 

 
 

C. Projected Returns 
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1. Present a proforma property and portfolio return spreadsheet for a $50 
million equity investment account for one and five year periods.  Detail 
cash flow and IRR return expectations.  Return projections should be 
unleveraged, before investment management fees.  If you propose 
leveraged investments, include projections for leveraged returns.   

 
2. How do you propose to benchmark program returns? 

 
3. Identify risks that would be incurred in implementing your proposed 

strategy and discuss mitigation techniques to result in minimizing risk.  
Compare the risks to be undertaken and returns anticipated from your 
proposed program to traditional core real estate investing.  Is the 
return appropriate to the risks taken? 

 
 

IV. MANAGEMENT TEAM 
 

1. List the individuals of the management team who would be involved in the 
CalSTRS program and the percentage of time each person would allocate to 
the CalSTRS account.  Include resumes for each. 

 
2. Briefly describe how your management team is uniquely qualified to achieve 

CalSTRS’ objectives in an affordable housing program.  Illustrate the 
investing, development and/or operating expertise possessed by the 
members of the proposed team.  

 
3. In the event your firm is selected, to what degree if any would you need to 

increase your staff?  Please explain. 
 
 
V. TRACK RECORD 
 

1. Describe your firm’s experience in acquiring, developing, managing, and 
disposing of multifamily properties with an affordable housing component. 

 
2. Provide a descriptive table of information for each affordable housing 

investment your firm has made, including:  property description, location, 
initial investment date, investment structure, property capitalization detail 
including amount provided by all involved capital sources, leverage amount, 
disposition date (if applicable), IRR (actual or projected if investment not yet 
sold). 

 
3. Provide one-year, five-year, and since-inception nominal returns for each 

affordable housing investment your firm has made.  If leveraged, also provide 
the amount of leverage and an unleveraged return. 

 
4. Describe in detail your firm’s experience with federal, state, county and city 

programs designed to encourage production of affordable housing properties.  
Please provide examples of specific projects. 
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VI. ALIGNMENT OF INTERESTS 
 

How would you structure a relationship to align interests between CalSTRS and 
your firm?   

 
 
VII. REFERENCES 
 

List five references including the organization name, contact person, address, 
telephone number, type of relationship and length of relationship.  At least two of 
the references must be institutional investors. 


















